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FROM: John E. Bowman, Chief Counsel

RE: — Permissibility of Certain Investments

Introduction and Summary Conclusions

This relates to the recent request for interpretation filed on behalf of
 {Association), a federal savings association. The Association seeks the

concurrence of the Office of Thrift Supervision (OTS) that the Association may invest in certain
Successor-in-Interest Contracts (SI Contracts) issued by the Commodity Credit Corporation
(CCC), United States Department of Agriculture (USDA), in connection with the Tobacco
Transition Payments Program (TTPP). The Association also seeks confirmation that it may
make a nominal equity investment, either directly or indirectly through a service corporation, in a
limited liability company, Farm Bureau Tobacco Transition Payments Program LLC (LLC), that
purchases receivables from tobacco producers and quota holders participating in the TTPP.

In brief, we conclude that the Association may (i) invest in SI Contracts approved by the
CCC, and (ii) make a nominal investment in LLC. However, because the SII Contract form and
certain related TTPP forms are not yet finalized, our conclusions are subject to the proviso that
there be no substantive changes or significant differences between the draft forms we have
reviewed and the final versions of the forms. Accordingly, our conclusions are subject to our
review of the final SH Contract form and related TTPP forms.



I. Background

The Association, through its counsel, has provided certain information, including the
information summarized below, in connection with its request for a legal interpretation and a
related notice and application.’ :

A. The Tobacco Transition Payment Program

Congress enacted the Fair and Equitable Tobacco Reform Act of 2004 (Tobacco Reform
Act) as part of the “American Jobs Creation Act of 2004.”* The Tobacco Reform Act repeals
federal tobacco price support and quota programs, provides payments to tobacco quota owners
and tobacco producers for the elimination of the quota, and provides an assessment mechanism
for tobacco manufacturers and importers to pay for the buyout. Tobacco quota holders and
tobacco producers that participate in the TTPP can receive 10 years of equal payments under a
contract with the Commoedity Credit Corporation (CCC), which is within the Department of
Agriculture. Tobacco quota holders and producers may transfer to a financial institution the right
to receive the contract payments (TTPP Payments) in exchange for a discounted lump sum or
other payment. The United States Department of Agriculture (USDA) has promulgated
regulations to implement the TTPP.*

Under the TTPP and the USDA’s regulations, tobacco quota holders and producers may
transfer their rights to TTPP Payments pursuant to a CCC-approved assignment of payment
contract or SH Contract. The assignee or successor, in exchange for the right to receive the TTPP
Payments, must pay the quota holder or producer consideration equal to or greater than the
discounted value of the TTPP Payments, using the discount rate established by the CCC. Upon
execution of a SII Contract by a quota holder or producer and a third party financial institution,
and approval by the CCC, all rights and obligations of the quota holder or producer with respect
to post-2005 TTPP Payments under its contract with the CCC will be terminated and transferred
to the successor. *

The regulations provide that tobacco quota holders and producers that are not indebted to
any agency of the United States may enter into SII Contracts, and that such contracts will become

' See Notice and Application by . Regarding Prorosed Creation of Certain Service Corporations
and Requests for Interpretation Regarding Authority of a Federal Sa.ings Bank under the Home Owners’ Loan Act
("HOLA™), dated . 12005, and OTS Order No. , ( T

? Pub, L. 108-357 (October 22, 2004).

? See Final Rule, “Tobacco Transition Payment Program,” 70 Fed. Reg. 17150 (April 4, 2005) (to be codified at 7
C.F.R. §1463.100 ef seq.).

¥ 70 Fed. Reg. at 17159 and 17165 (to be codified at 7 C.F.R. §§ 1463.100(b), 1463.111 and 1463.112). See also the
USDA, CCC’s Notice and Request for Comments, Tobacco Transition Payment Program - Successor-in-interest
Contracts, 70 Fed. Reg. 36919 (June 27, 2005). The successor must also execute certain additional forms and may
have to make certain certifications, among other things.
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effective upon approval by the CCC.> The regulations further provide that (i) the CCC will issue
a payment 1o a successor only if the successor is in compliance with applicable provisions of the
USDA’s regulations regarding wetlands conservation and highly erodible land conservation, and
(ii) any claim owed by the successor to the United States will be deducted from any payment
made to the successor.®

The Federal Deposit Insurance Corporation (FDIC) has issued examiner guidance regarding
the proper treatment of SIT Contracts and transfers or assignments of TTPP Payments, and such
guidance states that it is permissible for state nonmember banks to take an assignment of
payments or SII Contract under the TTPP.’

B. Proposed Investments

The Association proposes to enter into SII Contracts with tobacco quota holders and tobacco
producers so that the Association would become the “successor” and therefore a party to a
contract with the CCC, and be entitled to receive TTPP Payments. The Association has indicated
that it would raise funds, on a matched basis from the Federal Home Loan Bank of Dallas, to
invest in SI Contracts,

In addition, the Association proposes to make an equity investment in LLC. The LLC ,a
Delaware limited liability company, was established to purchase contracts from tobacco
producers and tobacco quota holders that wish to sell their contracts. The LLC will raise funds
by borrowing and will purchase tobacco quota holder and tobacco producer TTPP Payments.
Thus, the LLC would hold only contracts issued by the CCC. The LLC would begin operations
with four members.® The amount of the Association’s proposed equity investment in the LLC
would be between$  and § @

11. Discussion
A. Permissibility of Investment in the Successor-in Interest Contracts
As indicated above, the Association wishes to invest in SII Contracts issued by the CCC.

Section 5(c)(1)(F) of the Home Owners® Loan Act (HOLA) authorizes federal savings
associations to invest in “obligations, participations, securities or other instruments issued by, or

* 70 Fed. Reg. 17165 (to be codified at 7 C.F.F. § 1463.112(a)).
¢ Id. (10 be codified at 7 C.F.R. § 11463.112(c)).

7 See FDIC Financial Institution Letter 73-2005, Tobacco Transition Payment Program, Examination Treatment of
Assets Related to the Tobacco Transition Payment Program (August 3, 2005).

¥ The four founding members of the LLC are the American Farm Bureau Federation, the North Carolina Farm
Bureau Federation, the South Carolina Farm Bureau Federation, and the Virginia Farm Bureau Federation, each of
which will contribute $250 in exchange for one share of stock. Other state farm bureaus also may become members.
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fully guaranteed as to principal and interest by, . . . any agency of the United States.”™ Thus, the
question is whether (i) the CCC is an agency of the United States and (ii) the SII Contracts
qualify as “obligations, participations, securities or other instruments” issued or guaranteed by an
agency of the United States, within the meaning of section 5(c)(1 HF) of HOLA.

We are satisfied that for purposes of HOLA § 5(c)(1)}(F), the CCC qualifies as an “agency
of the United States.” The statute authorizing the creation of the CCC provides that it “shall be
an agency and instrumentality of the United States, within the Department of Agriculture, subject
to the general supervision and direction of the Secretary of Agriculture.”'®

Based on information currently available, we also conclude that SII Contracts qualify as
“obligations™ or “instruments™ as those terms are used in HOLA S(e)1XF). A recent draft of the
SII Contract form (Proposal 18) states that it is a “contract” and that it is not revocable after
approval by the CCC."" The USDA TTPP regulations define the term “contract” to include SII
Contracts'” and provide that such contracts will become effective upon approval by the CCC."”
Upon execution and CCC-approval of an SII Contract, a transferor no longer has a right to
receive payment from the CCC under the TTPP contract that was transferred, and the successor
has all rights to receive payment from the CCC under the TTPP contract.'® In common pariance,
an “obligation” is a formal, binding agreement or acknowledgement of a liability to pay a certain
amount or do a certain thing for a particular person or persons,'* and an “instrument” is a written
legal document that defines rights, duties, entitlements, or liabilities, and includes a contract,'®

12 US.C.A. § 1464(c)(1 XF) (West Supp. 2005).
' See 15US.C.A. § 714 et. seq. (West 1997 and West Supp. 2005). See also, Rainwater v. United States, 356
U.S. 590, 591 (1958) (Supreme Court recognized that CCC “is a part of the ‘Govemment of the United States’),
Moreover, several draft versions of the SH Contract form and other TTPP forms that have been posted on the
USDA’s website have included language stating that the CCC is an “agency and instrumentality of the United
States.” See e.g., Draft of Form CCC-962 (Proposal 18) titled “Tobacco Transition Payment Program Successor-in-
Interest Contract,” Part F, Section 1 (copy attached). See also Appendix to Form CCC-955, Tobacco Transition
Payment Quota Holder Contract, at http:/www.Fsa usda. cov/iohacco.

"' See Draft of TTPP S1 Contract, Form CCC-962 {Proposal 18), Part F, Section 1,

" See 20 Fed. Reg. at 17159-60 (to be codified at 7 C.F.R. 1463.102), defining the term “contract” to include,
among other things, a “Tobacco Transition Payment Quota Holder Successor In Interest Contract” and a “Tobacco
Transition Payment Producer Successor in Interest Contract.”

'* 70 Fed Reg. at 17165 {to be codified at 7 C.F.R. § 1463.112).

" See Notice and Request for Comments: Tobacco Transition Payment Program — Successor-in-Interest Contracts,
70 Fed. Reg. 36919 (June 27, 2005) issued by the CCC, USDA.

¥ Black's Law Dictionary 1104 (8" Ed. 2004).

“ Id at 813.
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The Proposal 18 version of the draft SII Contract form also provides that compliance with
provisions of USDA regulations relating to “the protection of environmentally sensitive land”
and to conviction of violating controlied substance statutes “shall be based on the 2002, 2003,
and 2004 crop years and not on any period thereafter.”'’ By this language, the CCC appears to
be attempting to limit grounds for potential disqualification so that a financial institution that did
not own the farmland in 2002, 2003, or 2004 would not be disqualified from receiving TTPP
Payments as a successor. Proposal 18 further indicates that unless the successor aided and
abetted the transferor (quota holder or producer) in certain actions, the TTPP Payments to the
successor will not be affected by the transferor’s failure to comply with USDA regulations.'®
Assuming that the final version of the SII Contract form is not significantly different from the
Proposal 18 version we have reviewed, and providing there are no substantive changes in the
right of a successor to receive TTPP Payments pursuant to a SII Contract, we conclude that CCC-
approved SII Contracts are obligations or instruments as those terms are used in HOLA
5(c)(1)(F). Accordingly, the Association may invest in SH Contracts.”® A corollary to our
conclusion is that, under § 5(c)(1)(F) of HOLA, such investments by the Association would not
be subject to a percentage of assets limitation. We note, however, that the Association has
indicated that it anticipates investing only up to % of assets in SII Contracts. Moreover, the
OTS Midwest Region will impose, as appropriate, prudential limits on the Association based on
safety and soundness or supervisory considerations.

B. Permissibility of Investment in the LLC

The Association also seeks confirmation that it may make an equity investment, either
directly or indirectly via its second-tier service corporation, in the LLC on the basis of pass-
through authority or incidental authority. HOLA expressly authorizes federal savings
associations to make equity investments in certain limited circumstances.?’ In addition, OTS
regulations permit certain equity investments. Under OTS regulation 560.32, a federal savings
association may make an equity investment on a pass-through basis, without prior OTS review,
in certain entities that engage only in activities that the association may conduct directly, but only
if: (1) the investment does not exceed 15% of the association’s total capital; (2) the book value of

' Draft of TTPP SII Contract, Form CCC-962 {Proposal 18}, Part F, Section 3.

'® 1d. at Section 7 provides that “unless the Successor . . . has aided and abetted in the following actions of the
Transferor, payments to be made to the Successor . . . shall not be affected in any way by: (i) an adverse
determination refating to the transferor’s failure to comply with the regulations at 7 CFR Part 1463 or the regulations
and statutes referenced in paragraph 5 [wetlands and controlled substances]; or (ii) any act, failure to act,
misrepresentation, debt or other obligation of the Transferor. Payments under this contract shall not be affected by:
(1) any dispute or challenge maintained by any person in respect of the Existing Contract; or (i) any prior or
subsequent action or liability of any person with respect to the Existing Contract.”

** Upon our review of the final versions of the $1i Contract form and related TTPP forms when they are issued, we
wiil determine whether there are substantive or significant changes or issues that affect our conclusion concerning
the permissibility of SH Contracts as investments for federal savings associations.

* Seee £. 12 US.C.A. §§ S(c)(1XN) (housing corporations} and (Q) {certain investment companies), and
5{c)4)(A) (business development credit corporations), (B) service corporations, and (D) (bankers' banks).
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the association’s aggregate pass-through investments does not exceed 50% of total capital after
making the investment; (3) the investment would not give the association direct or indirect
control of the entity; (4) the association’s liability is limited to the amount of the investment; and
(5) the entity is one of several specified types, including a limited liability company, or an entity
in which the association is investing primanly to use the company’s services.”!

The Association’s proposed investment in the LLC appears to meet each of the foregoing
requirements. We have already concluded that the Association may invest in SII Contracts
approved by the CCC. The Association has represented that the only activities the LLC will
engage in are acquiring and holding the SII Contracts and raising funds in the form of borrowing,
thus, the LLC would only conduct activities that a federal savings association could conduct
directly. The Association’s proposed investmentof § o $ is below the Association’s
15% of total capital limit and, according to the Association’s counsel, the book value of the
Association’s investment in the LLC should not exceed the aggregate % of total capital limit.
It appears that the Association woutld not have direct or indirect control of the LLC because the
Association would be only one of a minimum of five investors in, and only one of five directors
of, the LLC. Finally, the Association’s liability would be limited to the amount of its investment
because the LLC is a Delaware limited liability company. Accordingly, the Association may
invest in the LLC on a pass-through basis.” With respect to whether the Association may make
an indirect investment in the LLC through its second-tier service corporation, because the
Association can directly make the investment in the LLC, the service corporation is authorized to
make the investment under OTS regulation 559;&(&).23 If the LL.C begins to engage in activities
or hold assets that are not permissible for a federal savings association, then the Association must
promptly notify the OTS Midwest Region.

In reaching the foregoing conclusions, we have relied on the information and factual
representations in the materials submitted by the Association and its counsel and in discussions
with OTS staff. Our conclusions depend upon the accuracy and completeness of those
representations, and material differences in the facts or circumstances could result in different
conclusions. Moreover, any substantive or significant changes reflected in the final versions of
the SiI Contract form and related TTPP forms issued by the CCC may affect our conclusions.

Please note that copies of this Memorandum may be provided to other interested federal
savings associations. If you have any questions regarding this matter, please contact Vicki
Hawkins-Jones, Special Counsel, at (202) 906-7034.

cc: Regional Directors
Regional Counsel

212 C.FR. § 560.32(a) and (b) (2005).

* Because we have concluded that the Association may invest in the LLC based on pass-through authority, we do
not need to reach the guestion of whether the Association has incidental authority to invest in the LLC.

“ 12 C.F.R. § 559.4(a) (2005) provides that a service corporation may engage, on a preapproved basis, in any
activity that all federal savings associations may conduct directly, except taking deposits.
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CCC-962 (Proposal 18) Page 2

PART F - SUCCESSOR-ININTEREST CONTRACT

1. GENERAL. The CCC is an agency and instrumentality of the United States, After submission of this Form CCC-962 10 CCC, the Tranaleror roay
a0t revoke its request for approval, This contract is not ravocablc after approval by CCC, and shall constitute 3 Syceessor-In-Intorest contract a8
crovided in 7 CFR Part 1463, The Suceessor and, if spplicable, the Subsaquent Successor, has been prcw'eusiy approved by CCC 1w be a
Sucecssor-In-lnterest for purposss of the Tobsceo Transition Payment Program (TTPP). Execution of this contract by the Successor and QCC shall
immediately. (i) lerminate all rights of the Transferor with respect to the Existing Contract and, if appiicable, all rights of the Suzc;xsor v_v:tix reapect
fhe Successar Contract; and (i1) transfer all rights in respect of the Existing Contract to the Succsssor and, if applicable, transfer all rights in respeet of
the Suecestor Conmact to the Subscquent Successor; and (iii) altow the Successor or, if applicable, the Subsequent Suceessor, upon compliance with

. this cantract, to receive ail payments that remain payable under the Existing Contract or, if applicable, the Successor Countract, sfter date of approval of
this conteact, CCC consents to the sale and wansfer of the Existing Contract to the Suceessor and, if applicable, the wansfer of tic Suacessor Conract
1o the Subscquent Suceessor, and confirms that, immadintely prief ta giving effect to such sale and transfer aof the Existing Contract, ths Transferor was
the sole owncr of the Existing Contract and way entitled to receive ail payments with respect 10 the Existmg Contract and, if applizsble, the Successor
was the sale owner of the Successor Contract and waa entitled to receive all payments with respect to the Succassar Contraet. Anything 0 the contrary
cantined i this contret notwithsnding, the Subsequent Successor, if any, shall not e sccountable for any confirmations, obligations or
representations of the Successor conmincd in this contract (ncluding, without limitation, any confimations, oblipations and warrantes of Tue
Successor set forh in Paragraph 3), and any failurc or default by the Successor in respect of such confirmations. oblipations and warrsnties shatl not
atfect taz payment 10 3 Subsequent Successor of amounts owing under thix contract.

$ALE AND TRANSFER BY TRANSFEROR. Transteror, for pood snd valuable consideration, horeby: (i) selis and transfers to the Successor ail
right, utle and interest of the Transferor in and to the Existing Contract, including, without limitation, all rights 1o receive all payments and other
henefits from tme 1o time arising with respect to the Existing Contract, other than the 200 payment and any sebsequent year payment mede priot to
spproval of this contract; and (6) requests that CCC consent wo such sale and transfer and enrer into this Suceessor-In-Intercst contract as provided in
+ CFR Part 1463.112. The Tranafcror hereby acknowlcdges and agroes thal, effectively immediately upon consentof CCC 1o the foregeing salc and
transfer, the Existing Contract will be torminated and the Transferor shalf have no farther rfights or claims with respect thereto or with respect to any
ripht of the Successor or, if applicable, the Subscquent Successor, b receive payment under this contract,

z

H

1 WARRANTIES OF SUCCESSOR. 1f tem 9 is marked "VES," the Succeaser confirms thar: (i) the total consideration paid ar to be pard 1o the
Transfcror by the Suceessor for such sale and transfer, after giving cffect 1o all foes, cxpenses and so-called "points and discount feva” charged to or
for the nccount of the Transferor, meets the requirements set forth in 7 CFR Part 1463.11200); and (ii) such consideration shall be paid to the
Transferor on or prior 10 the later of:  (a) the January 15th following the approval by CCC of this contract; of () 30 days fallowing such approval. 'n
sddision. if Ttern O is marked “YES," the failure of such consideration to moot the requirements set farth in 7 CFR 1463.112(b) o the failure of such
consideration 1o be paid by the date speeificd in the immadiatcly preceding sentonce shall be a basis for CCC to bar the Successot and any person,
including the Subsequent Successor, which shall intentionally facifitate such (ailuse, from criening into any subsequent Form CCC-962, but shali not
affeet any payments or other fghts held by = suecessor to such Successor under proviously-approved contracts, The Successor acknowiedges that all
sales and transfers sre subjoet @ post-approval audit by CCC for complisnte with the requitrements of 7 CFR Part 1463.112(03.

4. APPLICATION OF CCC DISCOUNT RATE. Tlie determination of whether the consideration for such sale and transfer mects the requirements set
forth in 7 CFR Part 1463.112(b) shall be made by: (i) using the COC annotnesd discount rate that ia in cffect on tie datc this contract i3 roeeived by
COC: and (i7) applying that discount rate 1o the datc on whigh such consideration to paid 1o the Transferor.

5. APPLICABILITY OF OTHER REGULATIONS. Succescor and, if spplicable, the Subscquent Successor, sgress thal: (i) the provisions of 7 CFR
Part 1403 relasing to the offset of CCC paymants o pay debrs owed to the United Sttes srz nppiicable to TTPP payments to be made in respect of this
contract o the Succassor or, if applicable, the Subsequent Successor, to the extent such debts arc owed by the Successor or, if applicable, the
Subsequent Successor; and (i) if the Existing Contract was evidenced by Form CCC-956 or if the Forms CCC-962 being purchasad in this transaction
relstcs Lo 2 contract oniginally issucd es 3 Form CCC-956, the provisions of 7 CFR Parts 12, 7146 and 1400 relating to the protection of
environmentally sensitive Jand and to statutes restricring the nght o receive TTPP payrnents upon convicuon of violating conain controlied subsuinces
stawstes shatl apply to the Successae or, if applicable, the Subsequent Successor entitled to receive payments ender this contract. Compliancs with the
provisions get forth in clause (iv) of the preceding scntence shall be based on the 2002, 2003 and 2004 crop years and not on any peood thersafter,

The receipt by 2 Successer or, if applicsble, a Subsequent Successor, of 2 TTPP Account Number for CCC-9356 Contracty shall constitue a
canfirmation by CCC that such person has compiled with the provisions set forth 1n clause (ii) of the preceding sentence for such years.

6. COLLATERAL DOCUMENTS. Nothing contained in this contract ahall in any way restriet the ability of the Transferor or the Successor ar. if
appiiceble, the Subscquent Succosaar, to enter into any othor documents of instruments in funtherance of the purposes of thiz contract (including, in the
case of the Succsseor and any Subsequent Successor, any purchase agrecmant relating to the Successor Contract), provided that such documents or
imstruments shall fof be incanustent with the terms hereof or of any law or regulation refating to the TTPP. The salc and transfer of the Existing
Contract by the Transferor shall kave na cffect on the rights, if any, of any creditor of the Transferor 10 amounts received by the Transferor with
rassect to the Existing Contract whcther as payment previously made to the Transferor by CCC or as payment made by the Successor to the Transferor
as cansideration for such salg,

7. ACTIONS OF OTHER PERSONS. Unless the Successor or, if spplicable, the Subscquent Successor, has sided and abenied in the foiiowing actiong
of the Transferor, payments to be made to the Successor and, if applicable, the Suheequent Sucesssor, shalt not be affocted in any way by: () an
adverse determination relating 1w the Tranaferor's failure to comply wath the regulstions at T CFR Pan 1463 or the regulntions and statutes referenced
i parepraph §; or fit) any act. failure 1o act, misrepresentation, debt or other obligation of the Transferor. Payments under this contrect shall not be
affacted by: (i) any dispute or chailenge maintained By any person in respeet of the Existing Contract; ar {n} any prior or subscguent action or Hality
of any porson with respest to the Existing Contract.
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JINGINTEREST CONTRACT ICONTINUATION}
PLEDGING OF CONTRACT RIGHTS. CCC also consents to sllowing the Successor and. if applicable, the Sub‘scqx‘xcm Sx_mccssﬁr. withoul prior
notifieauon, 1o pledge its interests in this contract and all payments 1o e made under this contract, 1o scoure any obligation or indebiedness owed by

such person, oxcept such sction shail not obligate CCC to issuc payments to eny party other than the Successor or, If spplicable, the Subscquent
Succeysor

ISSUANCE OF PAYMENTS. If therc ia no entry in Part C. CCC will issee payments payable under this contrac. 10 the person identfied in Part B,
1F therc 15 an entry in Pant C, CCC will issuc payments paysble under this contract to the person ideatificd in Part C. Tf any such person entitied 1o
roceive 3 payment under this contract is the Successor ar Subsequent Suceessar to more than one Form CCL-9%5, Form CCC-$5€, or Form CCC-962
and no action has been tien under Paragraph 10. CCC will npgregate all payments made under such contracts as one payment without sny further
action of the Successor or Subsequent Successor.

TRANSFERS, CONSOLIDATIONS AND DIVISIONS OF TTPP CONTRACTS. CCC will allow the: () transfer of this Form CCC-962 to
snothes CCC-approved Successar-ln-Interest; (i} consalidation of this contract with other Forms CCF:-962 which beas the ssme TIPP Account
Number held by the Successor, or f applicsble, the Subscquent Succassorn and (jii) the division of this contractintd muitiple Forms CCC-962 that are
neld by the Successor, or if applicable, the Subscquent Successor. The consolidation cr divition of this contract must be accorplished by use of
contracts issued by CCC.

ASSESSMENT OF TRANSACTIONAL FEES. In order to facilitate the handling of transfors of Forms CCC-862 and related forms, CCC will
aszess 1 foo at the ratcs specified in the Tobaeca Transiion Payment Program Contract Transfer Fees Schedule (CCC-964). CCC will not nssess
such a fee if the request is for: (i) & transfer of o Foem CCC-955 or Form CCC-956 from the original contract holder to another Form CCC-955 or
Form CCC-956: (ii) a transfer of a Form CCC-962 in connection with a bona fide foreclosure of a pledge thereof by a ercditor of the holder of the
contract: {iii) 3 combination of Forms CCC-962 besring the same TTPP Account Number; or (iv) & division of any Form CCC-955, CCC-956 or
COC-562 as the result of the death of the contract holder, Collzction of applicable foes must be remined 2t the time of request (unless prior
grrangement for payment has been approved by CCC).

. ANNUAL PAYMENTS. The expected payment date for annual payments due ander this canuract is January | 5th of cach year {or next feliowing

business day if Janusry 15th isnot e business day in such year), 1CCC docs not make an aanesl payment on this dae, it agroes that it she!l make
sucis payment as promptly as practicable thereafter and shall pay interest, compounded daily, on the smount payable calculated at the "Prompt
Payment Act Interest Rate" published in the Federal Register for the period beginning on the expected payment date through and includimg the day
hefore the peyment is made.

AUDITS. In order for CCC to dewrmine whother the Suceessor and, if applicable, the Subscquent Successor, have compiled with the provisions of
this contract, CCC wll conduct an sudit of such persors st such times 28 CCC detepmines 1o be ncocssary. Accordingly, such personi agree o
maintzin for a period of six yssvs from the date that this contract is approved information and records that will allow CCC to verify the consideration
paid to the Transforor meets the provisions of this contract and the regulations at 7 CFR Part 1463, In addition, ifthe Succeasor or, if apphicable, the
Subscguent Sutcessor, has submired page 1 of this contract to CCC in an cloctranic {ormat, such person agrees ko maijntain the anginal paper version
of page 1 for six years unless arrengements Y3 heen made with COC for CCC to take custody of such document,

NOTE: The authority for coliacting the following irformation i Bub. L f0B257. The sutharity aliows for the tollection of information without prior OMB

approval mandated by the Peperwark Reguction Act of 1335, The lime required 1o compiets thig information cottaction Is astimated 1o averuge 5§
murules per rosponse, inguding the time for raviewing instructions, sesrching axisting dete sourcas, gotherng and rmaintaining the date neaded, and
cormpleting and revigwing the callection of informglion.

Tha following stalament is mads In accerdance with the Privacy Actof 1974 (5 USC 552a). The sutherly for raquesting the fofigwing information is
Byb. L 108-357 {The Foir and Equilatie Tobacto Reform Act of 2004 (ihe Actl]. The Information wilf bo used lo determine eligibiiily for program
peymants. Furnishing the requasted information Is voluntary. Faiure fo furnish the requesied information will resull in o delerminglion of inglignbdity.
This informalion may bo provided (o other agenciss, IRS, Deparimant of Juslios, ar otfier State and Foadoral iow onforcement agencigs, and in
responss 1o & cowt magisirate or adminisiraiive tribunal. The provisions of criminal and civit fraud statutas, including 18 LIST 286, 371, 641, 851
1001: 15 USC 714m: and 21 USC 3729, may be applicable fo the informelion provided.

The 1.5, Dapanmant of Agricultue (USDA] prohiliils giscrimuation In gif 43 program snd aoihviips on the DEYIS of rece, coior, naticnsl odgin, ogn. esbiilty. and Anert BppiaLE,

¥,

eacaal stonss, famital siatus, parentat Sialus, relinion, sexus! grieatation. genclic infarmation, pelticat bollefs, roprisel, or bacdiuss afl or part of sn inniadua's intoma is Jerkad

frvm any puiile assistanoe progrom. [Nof al protbited DIses apply to g pragmms.} Parsons whh diagbiiien who reguire aiermative mosns for commuynication of progoaer:
irtormation { Arofle, iarga print, quoiotopa, ofc} should contact USDA's TARGET Cantar of [202) T20-2800 {vores and TDO). Ta fie 8 cemotaint of Discnmination, wiils to USDA,
irnctor Office af Civil Fighs, 140G indegendence Avenua, SW., Washington, DC 20250-04 10, or oo IB00) T95-3277 (volcoj or [202) 1208382 (TOD). USDAIs un sgunt

nist artunily Bravidor end smplaysr.




